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OATH OR AFFIRMATION

I, Audrey McGuire , swear (or affirm) that, to the best of my knowledge and
belief the accompanying financial statement and supporting schedules pertaining to the firm of
Emax Securities LLC ,as of
Decempber 31 ,20_ 01 ,aretrue and correct. I further swear (or affirm) that neither

the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified solely

as that of a customer, except as follows:

OSiénathre//

President
Title

Notary Public

This report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report. _

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

OO0 06 0 Daklk] el 21

i
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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SCHONBRAUN SAFRISMCCANNBEKRITSKY@ CO., L.L. C
Business Admsors/Certrfrecl Public Accountants

| 20 East 04" Street 101 Eisenhower Parkway 621 NW 53" St;, Suite 240
New York, NY 10021 Roseland, New Jersey 07, 008 Boca Raton, FL 33487
(212) 840-7383 , (073) 304-0400 (501) 995-1409

Fax: (973) 304-8464

INDEPENDENT AUDITORS’ REPORT

To the Members
Emax Securities, LLC
New York, New York

We have audited the accompanying statement of financial condition of Emax Securities, LLC (the “Company”)
as of December 31, 2001, and the related statements of operations, changes in members' capital and cash
flows for the year then ended. These financial statements are the responsibility of the Company's
management. Qur responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Company as of December 31, 2001, and the resuits of its operations, changes in members’
capital and cash flows for the year then ended in conformity with accounting principles generally accepted in
the United States of America. )

Business Advisors/Certified Public Accountants

Roseland, New~Jersey
February 12, 2002




EMAX SECURITIES, LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2001

ASSETS
Cash and cash equivalents $207,434
Due from affiliate (Note 3) 254,286
Prepaid expenses 3,098
Investment in partnership (Note 4) 12,056
Equipment and furniture, net of accumulated :
depreciation of $9,216 8,282
$485.156
LIABILITIES AND MEMBERS’ CAPITAL
Liabilities '
Accounts payable and accrued expenses (Note 3) $ 54,427
Commitments and Contingencies (Notes 2, 3 and 5)
Members’ Capital 430729
$485,156

The accompanying notes are an integral part of this financia! statement.
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EMAX SECURITIES, LLC

STATEMENT OF OPERATIONS

YEAR ENDED DECEMBER 31, 2001

Income:

Agdvisory fees (Note 3)

interest income :
Investment loss (Note 4)
Administrative income (Note 3)

Expenses:

Salaries and related costs (Note 5)

Office rent (Note 3)

Travel and entertainment

Telephone

Professional fees

Professional membership and regulatory fees
Office expenses

" Insurance

Depreciation expense

Income before provision for taxes
Provision for local income taxes

Net Income

The accompanying notes are an integral part of this financial statement.
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$1,098,667
2,444
(1,030)

47 895
1,147,976

620,863
46,135
44,343

7,450
73,021
2,406
16,173
20,884

3,500

834,775
313,201

12,838

$ 300,363




EMAX SECURITIES, LLC

STATEMENT OF CHANGES IN MEMBERS' CAPITAL

YEAR ENDED DECEMBER 31, 2001

Members’ Capital, January 1, 2001 $639,116
Net Income : 300,363
Capital Distributions : (508,750)
Members’ Capital, December 31, 2001 ‘\ v $ 430,729

The accompanying notes are an integral part of this financial statement.
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EMAX SECURITIES, LLC

STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2001
Increase (decrease) in cash and cash equivalents

Cash Flows From Operating Activities:

Net income $ 300,363
Adjustments to reconcile net income to-net cash

provided by operating activities:

Depreciation 3,500
Due from affiliates 123,211
Prepaid expenses (3,098)
Accounts payable and accrued expenses 40,816
Investment in partnership 1,030
Total adjustments 165,459
Net cash provided by operating activities 465,822
Cash Flows Used In Financing Activities: '
Capital distributions {508,750)
Net decrease in cash (42,928)
Cash and cash equivalents, beginning of period 250,362
Cash and cash equivalents, end of period ' $ 207,434

Supplemental Disclosure of Cash Flow Information:
Cash paid during the year ended for:
Income tax - $ 25396

The accompanying notes are an integral part of this financial statement.
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1.

EMAX SECURITIES, LLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2001

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a.

Organization

Emax Securities, LLC (the “Company”) was organized under the laws of the State of New
York. The limited liability company agreement provides for the termination of the Company
on June 1, 2027, unless the Company is sooner dissolved as specified in the agreement.
The Company's membership in the National Association of Security Dealers ("NASD")
became effective in December 1992, at which time the Company became eligible to transact
business as a registered broker-dealer. Accordingly, the Company is subject to the
operational and reporting requnrements of the NASD and the Securities and Exchange
Commission (“SEC"). :

Equipment and Furniture

Equipment and furniture is recorded at cost and being depreciated over five and seven
years, respectively, using the straight-line method.

Cash and Cash Equivalents

For purposes of reporting cash flows, cash and cash equivalents include cash on hand,
money market funds and commercial paper with maturity of three months or less.

Use of Estimates

The preparation of financial statements, in accordance with accounting principles generally
accepted in the United States of America, requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosures of
contingent assets and liabilities at the date of the financial statements and the reported

- amounts of revenues and expenses during the period. Actual results could differ from those

estlmates

Concentration of Credit Risk

The Company maintains a money market account with a financial institution in New York
City. The account is secured by the Federal Deposit Insurance Corporation up to $100,000.
Uninsured balances aggregate approximately $36,679 at December 31, 2001.

Income Taxes
No provision has been made for Federal and State income taxes as the income or loss of the

Company is required to be included in the income tax returns of the members. Local income
taxes are based on the Company’s net income.




EMAX SECURITIES, LLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2001

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

g. Investment in Limited Liability Compahy

The equity method of accounting is used to account for the 40% investment in a limited
liability company. Under this method the investment is increased by the company’s earnings
or investor’s contributions and decreased by the company’s losses or investee distributions
during the period. :

NET CAPITAL REQUIREMENTS

The Company, as a broker-dealer, is subject to the provisions of the Securities and Exchange
Commission Uniform net capital rule (Rule 15(c) 3-1). The rule prohibits a broker-dealer from
engaging in a security transaction at any time if aggregate indebtedness exceeds fifteen times its net
capital and the Company must maintain a minimum net capital of not less than $100,000 in
accordance with SEC Rule 15(c) 3-1, Paragraph (a)(1). Additionally, the Company must maintain
one hundred and twenty percent (120%) of its minimum net capital requirement in accordance with
SEC Rule 17a-11(c)(1). The Company's net capital at December 31, 2001 was $151,633, which
exceeds the requirements of SEC Rule 15(c) 3-1 and SEC Ruie 17a-11(c)(1) by $51,633 and
$31,633, respectively.

RELATED PARTY TRANSACTIONS

The Company pays rent to an affiliate of the members on a month-to-month basis.

The Company also pays certain expenses for an affiliate, Federal Asset Advisory Company, LLC
that will be repaid when cash flow permits. The amount due at December 31, 2001 was $254,286.

The Company charges an administrative fee and advisory fee to an affiliate, Federal Asset Advisory
Company LLC which represents $1,046,160 of the advisory income and $47,895 of the administrative
income for 2001. .

INVESTMENT IN LIMITED LIABILITY COMPANY

The Company holds a 40% membership interest in Federal Assets Advisory Cbmpany, LLC., which
provides various advisory services for governmental and non-governmental clients in regard to the
acquisition, restructure or disposition of assets.

A summary at December 31, 2001 of these assets, liabilities and members’ capital under the
accounting principles generally accepted in the United States of America of Federal Assets Advisory
Company, LLC is as follows:

Assets

Cash $ 25,589
Accounts receivable 267,688
Due from Emax Securities, LLC 17,500
Total assets 310,777




EMAX SECURITIES, LLC

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31,2001

INVESTMENT IN LIMITED LIABILITY COMPANY (Continued)

Liabilities
Accounts payable 280,636

Total capital $ 30141

A summary of the December 31, 2001 revenues and expenses under accounting principles generally
accepted in the United States of America of Federal Assets Advisory Company, LLC is as follows:

" Revenues - advisory fees $1,208,453
Expenses 1,211,027
Net Loss $_ (2,574)

See Note 3 for transactions the Company had with Federal Asset Advisory Company, LLC.

PENSION PLAN

The Company participates in a SEP retirement plan. The plan covers all employees. The Company
contributed approximately 3% of employee 2001 compensation. Pension expense amounted to
$14,329 for 2001. :




Scronsravn Sarris Mecany Berrirsky & CO., L.L.C.
Business Advisors/Cert:ﬁed Public Accountants

26 East 04" Street 101 Eisenhower Parkway 621 NW 53" St., Suite 240
New York, NY 10021 Roseland, New Jersey 07008 Boca Raton, FL 33487
(212) 840-7383 (073) 364-0400 . (561) 095.1400

Fax: (073) 304-8464

INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION

To the Members -
Emax Securities, LLC
New York, New York

Our report on our audit of the basic financial statements of Emax Securities, LLC for the year ended
December 31, 2001 appears on page 1. That audit was made for the purpose of forming an opinicn on the
basic financial statements taken as a whole. The accompanying information on pages 10 through 12 is
presented for purposes of additional analysis and is not a required part of the basic financial statements, but
is supplemental information required by Rule 17a-5 of the Securities Exchange Act of 1934. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in
our opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

SCHONBRAUN SA McCANN BEKRITSKY & CO., L.L.C.
Business Advisors/Certified Public chountants

Roseland, New Jersey
February 12, 2002




EMAX SECURITIES, LLC

COMPUTATION OF AGGREGATE INDEBTEDNESS AND

NET CAPITAL IN ACCORDANCE WITH RULE 15(c) 3-1 UNDER

THE SECURITIES EXCHANGE ACT OF 1934

DECEMBER 31, 2001

Total aggregate indebtedness
Total members’ capital qualified for net capital

Deduction or charges
Nonallowable assets

Net capital before haircuts

Haircuts
Money market

"Net Capital

Capital requirements:

6.67% of aggregate indebtedness
Excess net capital

Net capital as above

Ratio of aggregate indebtedness to net capital

See Independent Auditors’ Report on Supplementary Information.
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4,42

$ 430,729

277,722

153,007

—(1.374)
$151.633

$ 3,630
148.003

$ 151,633
S6tol




EMAX SECURITIES, LLC

COMPUTATION OF NET CAPITAL IN ACCORDANCE

WITH RULE 15(c) 3-1 UNDER THE SECURITIES

EXCHANGE ACT OF 1934

DECEMBER 31, 2001

Total members’ capital qualified for net capital

Deduction or charges
Nonallowance assets

Net capital before haircuts

Haircuts
Money market

Net Capitai

Capital requirements: .
Minimum capital requirements
Excess net capital

Net capital as above

Reconciliation with Company’s computation (included in Part Il
of Form -17-A-5 as of December 31, 2001)

Net capital as reported in Company's Part Il unaudited

Focus Report

Net Audit Adjustments

Net capital as above

See Independent Auditors’ Report on Supplementary Information.
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$ 430,729

277,722

153,007

(1,374)
$ 151,633

$ 100,000
51,633

$151.633

$ 247,304
(95.671)

$ 151,633




EMAX SECURITIES, LLC

OTHER INFORMATION

DECEMBER 31, 2001

inasmuch as the Company does not have custody of customer securities, does not maintain customer
accounts and does not use or have custody of customer funds, the following statements and computations
are not applicable at December 31, 2001 and for the period then ended and, accordingly, are not included
herein: ,

a. Computation for determination of reserve requirements under S.E.C. Rule 15(c)3-3.

b.  Information for possession or control requirements under S.E.C. Rule 15(c)3-3.

See Independent Auditors’ Report on Suppiementary information.
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SCHONBRAUN SAFRISMCCANNBEKR[TSKY@DCO., L.LC.
Business Advisors/Certified Public Accountants

26 East 64" Street 101 Eisenhower Par]eway 621 NW 53" St., Suite 240
New York, NY 10021 » Roseland, New Jersey 07008 Boca Raton, FL 33487
“(212) 840-7383 (073) 364-0400 (501) 995-1409

Fax: (073) 304-8464

INDEPENDENT AUDITORS’ REPORT ON THE |NTERNAL CONTROL STRUCTURE

To the Members
Emax Securities, LLC
New York, New York

In planning and performing our audit of the financial statements of Emax Securities, LLC (The "Company") for
the year ended December 31, 2001, we considered its internal control structure, including procedures for
safeguarding securities, in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal control structure.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission, (the "Commission”) we
have made a study of the practices and procedures (including tests of compliance with such practices and
procedures) followed by the Company that we have considered relevant to the objectives stated in Rule 17a -
5(g) in making the periodic computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11)
and the procedures for determining compliance with the exemptive provisions of Rule 15(¢c)3-3.

Because the Company does not carry securities accounts for customers or perform custodial functions
relating to customer securities, we did not review the practices and procedures followed by the Company in
any of the following:

1.  Making quarterly securities examinations, counts, verifications, and comparisons.
2. Recordation of differences required by Rule 17a-13.

3. - Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and

- judgments by management are required to assess the expected benefits and related costs of controls and of
the practices and procedures referred to in the preceding paragraph and to assess whether those practices
and procedures can be expected to achieve the Commission’s above-mentioned objectives. Two of the
objectives of internal control and the practices and procedures are to provide management with reasonable
but not absolute assurance that assets for which the Company has responsibility are safeguarded against
loss from unauthorized use or disposition and that transactions are executed in accordance with
management’s authorization and recorded properly to permit the preparation of financial statements in
accordance with accounting principles generally accepted in the United States of America. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal control structure or the practices and procedures referred to
above, errors or irregularities may occur and not be detected. Also, projection of any evaluation of them to
future periods is subject to the risk that they may become inadequate because of changes in conditions or
that the effectiveness of their design and operation may deteriorate.




Our consideration of the internal control structure would not necessarily disclose all matters in the internal
control structure that might he material weaknesses under standards established by the American Institute of
Certified Public Accountants. A material weakness is a condition in which the design or operation of the
specific internal control structure elements does not reduce to a relatively low level the risk that errors or
irregularities, in amounts that would be material in relation to the financial statements being audited, may
occur and not be detected within a timely period by employees in the normal course of performing their
assigned functions. However, we noted no matters involving the internal control structure that we consider to
be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the Commission to be adequate for its purposes, in accordance
with the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do
not accomplish such objectives in all material respects indicate a material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the Company's practices and procedures were
adequate at December 31, 2001, to meet the Commission's objectives.
. N

This report is intended solely for the information and use of the Board of Directors, management, the
Commission, and other regulatory agencies that rely on Rule 17a - 5(g) under the Securities Exchange Act of
1934 in their regulation of registered brokers and dealers, and is not intended to be and should not be used
by anyone other than the specified parties.

Qb\u&)huéﬁ%m Mﬂd&w%ﬁ%a Jééf/

SCHONBRAUN SAFRIS McCANN BEKRITSKY & CO.,L.L.C.
Business Advisors/Certified Public Accountants

Roseland, New Jersey
February 12, 2002




